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1 . PUBLIC FORECASTS OF 1976 GNP HAVE COME FORTH IN 
GREAT ABUNDANCE OF LATE. NOTABLE IS THE LACK OF GREAT 
VARIATION BETWEEN THEM, WITH THE RANGE OF REAL GROWTH 
FORESEEN BEING 3.8 TO 5 PERCENT. IT SHOULD BE 
EMPHASIZED THAT ALL THESE FORECASTS APPEARED IN OPEN 
PUBLICATIONS. AS REPORTED REFTEL B. JUST DAYS BEFORE 
THE APPEARANCE OF THE IFO PUBLIC FORECAST, THE HEAD OF 
THE RESPONSIBLE DEPARTMENT GAVE US A PRIVATE FORECAST 
THAT GROWTH WOULD BE OF A SLIGHTLY LOWER MAGNITUDE THAN 
THE 4 PERCENT PUBLISHED AND CONTAINED IN TABLE AT THE 

END OF THIS CABLE. THE DEUTSCHES INSTITUT FUER 
WIRTSCHAFTSFORSCHUNG (DIW) IN BERLIN (GERMAN INSTITUTE 
FOR ECONOMIC RESEARCH) CAME UP WITH THE SURPRISINGLY 
HIGH 5 PERCENT ESTIMATE; THE BUSINESS-SUPPORTED BDI 
INSTITUTE WAS ON THE LOW SIDE AT 3.8. BOTTOM-LINE 
DEVIATIONS FROM THE GOVERNMENT 4.5 PERCENT PROJECTION 
ARE THEREFORE MINOR. 

2. THERE ARE, HOWEVER, SOME VARIATIONS IN THE DEVELOP- 
MENT OF THE DIFFERENT GNP COMPONENTS AS SEEN BY THE 
VARIOUS FORECASTERS, AND IN THESE AREAS OF NON-CONSENSUS 
THERE EMERGE THE POSSIBLE WEAK ELEMENTS IN THE GERMAN 
ECONOMIC OUTLOOK. FIXED INVESTMENT GROWTH IS MUCH MORE 
OPTIMISTICALLY VIEWED BY THE COUNCIL OF ECONOMIC EXPERTS 
THAN ANYONE ELSE AT 5.5 PERCENT REAL GROWTH; IFO WAS 

THE MOST MODEST IN ITS PROJECTION FOR THIS ELEMENT 
WITH A 2.3 PERCENT RISE. DIW IS THE HIGHEST IN TERMS OF 
EXPECTATIONS FOR CONTRIBUTIONS FROM STOCKBUILDING AND IN 
FACT REFLECTS 5 BILLION DM MORE THAN EVEN THE COUNCIL OF 
ECONOMIC EXPERTS IN CONSTANT PRICE TERMS. THE RANGE FOR 
THE NET FOREIGN BALANCE BETWEEN THE VARIOUS FORECASTS IS 
ONLY BETWEEN 10.5 AND 12.5 BILLION DEUTSCHMARKS IN 1962 
PRICE TERMS. HOWEVER, IN NOMINAL TERMS THE VARIATION IS 
MORE MARKED, WITH THE GOVERNMENT ON THE HIGH SIDE AT 
DM 25.5 BILLION AND THE INSTITUTES AT AROUND DM 18 
BILLION ON THE LOW SIDE. ALL ANTICIPATE EXPORTS OF 
GOODS AND SERVICES TO GROW AT A RELATIVELY HEALTHY CLIP 
WITH THE EXCEPTION OF THE BUSINESS-RELATED BDI INSTITUTE. 
BUT SINCE THE BDI ALSO ASSUMES A LOWER GROWTH IN IMPORTS, 
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THE NET FOREIGN BALANCE VARIES LITTLE FROM THE OTHERS. 

THIS POINTS UP THE FACT THAT EVEN THOUGH THERE ARE 
ELEMENTS OF UNDUE OPTIMISM FOR EXPORTS INCORPORATED IN 
THE VARIOUS OTHER FORECASTS (INCLUDING THAT OF THE 
GOVERNMENT) WHICH THE LATEST DATA DO NOT SEEM TO 
SUPPORT (SEE REFTEL A), THIS DOES NOT NECESSARILY MEAN 
GNP GROWTH IS AS A RESULT BEING OVERSTATED, PROVIDED 
THERE IS THE ACCOMPANYING, OFFSETTING DAMPENING OF 
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IMPORT DEMAND. THIS IS AN IMPORTANT PROVISO GIVEN THE 
WIDESPREAD SKEPTICISM CONCERNING THE EXPORT ASSUMPTIONS. 

3. SIGNIFICANTLY, ALL FORECASTERS SEE EMPLOYMENT 
DROPPING DESPITE FAIRLY GOOD ECONOMIC GROWTH. THE 
1 TO 1.5 PERCENT DECLINE IN EMPLOYMENT EQUATES TO 
275.000 TO 410,000 FEWER JOBS ON THE LABOR MARKET. THIS 
IS ONE BLACK LINING IN THE SILVER CLOUD. 

4. NOT INCLUDED IN THE ACCOMPANYING TABLE ARE REPORTS 
FROM VARIOUS PRIVATE BANKING SOURCES THAT SUGGEST THE 
CONSENSUS FROM THAT SECTOR IS FOR 3-4 PERCENT REAL GNP 
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GROWTH. THIS REPRESENTS A SLIGHT UPPING FROM THEIR 
EARLIER EXPECTATIONS OF 3 PERCENT GROWTH. THE UPPING 
OF THEIR 1976 FORECAST DOES NOT REFLECT MORE 
OPTIMISM OF WHAT WILL HAPPEN BETWEEN NOW AND NEXT 
DECEMBER, BUT RATHER THE REALIZATION THAT THE 
MAINTENANCE OF CURRENT LEVELS ALONE WILL ALREADY ACCOUNT 
FOR AN AVERAGE 1976 GNP GROWTH CLOSE TO THEIR PREVIOUS 
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ESTIMATE. NONE OF THESE FORECASTS - OTHER THAN THE 
REVISED ONE FROM THE BANKS - TAKE INTO ACCOUNT THE 
RECENTLY AVAILABLE PRODUCTION AND ORDER DATA CONTAINED 
IN REFTEL A WHICH SUGGESTED THAT THE GERMAN UPTURN 
HESITATED IN DECEMBER. THEY ALL HAD THE EARLIER, MORE 
FAVORABLE DATA BASE INFLUENCING THEIR JUDGMENT. THEY, 
ALONG WITH THE BANKS, SEEM TO HAVE PLACED GREAT WEIGHT 
ON THE STATISTICAL "OVERHANG" EFFECT ALSO DESCRIBED 
PARA 3, REFTEL A. 

5. RESULTS OF A RECENT SURVEY OF BUSINESS OPINION 
SUGGEST CAUTION IN PROJECTING FUTURE DEVELOPMENTS. 
ACCORDING TO THIS SUBJECTIVE ANALYSIS, THE CONSTRUCTION 
INDUSTRY NOW LOOKS FOR A DOWNTURN IN PRODUCTION OF 5-6 
PERCENT WHEREAS THE EARLIER SURVEY PERFORMED IN OCTOBER 
SUGGESTED THAT THE 1975 PRODUCTION LEVEL WOULD BE 
MAINTAINED IN 1976. IN THE AUTOMOBILE INDUSTRY. A 

SECTOR BELIEVED BY MANY TO BE AMONG THE MAJOR SUSTAINING 
ELEMENTS IN 1976, THE INSTITUTE FOUND SALES EXPECTATIONS 
THIS YEAR TO HAVE DETERIORATED FROM THE 20 PERCENT 
ANTICIPATED IN OCTOBER TO A ZERO TO 5 PERCENT GAIN 
RATING IN JANUARY. THE NATIONAL ASSOCIATION OF 
AUTOMOBILE MANUFACTURERS RECENTLY NOTED CONTINUED BRISK 
DOMESTIC SALES BUT FA TIED TO SEE ANY SIGNS OF A REVIVAL 
OF EXPORTS. THE SPOKESMAN OF THE NATIONAL GERMAN 
CHAMBER OF COMMERCE PREDICTED A SHALLOW. SLOW AND 
LABORIOUS UPTURN. IN PARTICULAR HE SAW LITTLE OR NO 
CHANCES FOR AN INCREASE FOR INVESTMENT OVER 1975 LEVELS, 
SPECIFICALLY MENTIONING AN APPARENT ABSENCE OF ANY 
EVIDENCE OF AN APPRECIABLE INVENTORY BUILDUP. 

6. THE FOLLOWING TABLE SUMMARIZES FIVE OF THE MORE 
SIGNIFICANT ECONOMIC FORECASTS FOR THE FRG PUBLISHED 
RECENTLY: 
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PROJECTIONS FOR 1976 
PERCENT CHANGE FROM PRECEDING YEAR 

IFO DIW BDI GOV.l/ COUNCIL 
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EMPLOYMENT -1.5-1 - -1 -1 


GNP, REAL, 

1962 PRICES 4 5 3.8 4.5 4.5 


PRIV CONS 2.5 3 2.5 - 

GOV CONS 1.5 2 1.5 - 

FIXED INVEST 2.3 3 3 

EQUIPM 3.5 5.5 4.5 - 

CONSTRUCT 1 1 1.5 - 

CHANGE IN INVEN- 
TORIES (DM BILLH9) (12.5) (8.5) 
NET FOR BAL 

(DM BILL) (12.5) (12) (11.5) - 
EXP 6.5 8.5 4.5 - 7.5 


1.5 

5.5 

6 

4.5 


■ (7.5) 

(10.5) 
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IMP 7 9.5 5 - 9 

GNP, NOMINAL 8 9 - 9 8.5 


PRIV CONS 8 8.5 - 8 8.5 

GOV CONS 8 8 - 7 6.5 

FIXED INVEST 5 6.5 - 6.5 8.5 
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EQUIPM 7.5 10 - 8.5 10 

CONSTRUCT 3 3.5 - 4.5 7 

CHANGE IN INVEN- 
TORIES (DM BILL)(14) (17) - (12.5) (11) 

NET FOR BAL 

(DM BILL) (18.5) (18) - (25.5) (20.5) 

EXP 9.5 10.5 - 10 11 

IMP 12.5 14 - 11 13.5 

SAVINGS RATIO 14.5 14.7 14.7 14.5 15.2 


1/ THE GOVERNMENT'S TARGET PROJECTIONS THIS YEAR WERE 
GIVEN IN RANGES; THE FIGURES SHOWN HERE ARE THE MEDIAN 
POINTS WITHIN THE STATED RANGES. 

NOTE: IFO IFO ECONOMIC RESEARCH INSTITUTE, MUNICH, 

JAN. 76; 
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DIW GERMAN ECONOMIC RESEARCH INSTITUTE, BERLIN, 

JAN. 76; 

GOV. GOVERNMENT ANNUAL ECONOMIC REPORT, JAN.1976; 

COUNCIL COUNCIL OF ECONOMIC EXPERTS, ANNUAL REPORT, 

NOV. 75. 

CASH 
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